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2. SLIDE 2: PROJECT RISK MANAGEMENT 








Objectives: 


¢ Be aware of the variety of risks in CAPEX 
projects 


¢ Take home the understanding of how to do 
risk management for small CAPEX projects 
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3. SLIDE 3: BUSINESS RISK MANAGEMENT 
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SLIDE 4; BUSINESS RISK MANAGEMENT 





Target Areas: 

™ Group Companies: - Cement 
- Aggregates 
- Concrete 
- Waste 


> Financial Holdings 

=> HMC 

=> "Holderbank" Group 

~ Projects (incl. CAPEX Projects) 
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5. SLIDE 5: CASE 





Kiln Shel! Replacement in a Lime Plant 


Scope: To remove two approximate three meter lengths of kiln shell 
and replace with one six meter length of second hand kiln shell on 
site, and realign the kiln to remove the "wobble" at the front of the 


kiln. 


¢ The project shall be executed during an extended kiln shut-down. 


¢ Clients shall not be affected by this project in a manner 
unacceptable to them. 
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6. SLIDE 6: CASE 
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related to this project 
4 ) 





Project: - Pre-shutdown activities 
Stages - Preparation of used kiln section 
- Cutting, removing and shifting 
of kiln sections 
- Replacing, aligning, and welding of kiln shell 
- Kiln bricking 
- Recommissioning, kiln light-up 
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1. External Context 
1.1. Industry/Market 1.2. External Stakeholders 1.3. Laws/Regulations 
1.1.1 Competitors Actions 1.2.1. Shareholder Relations 1.3.1 Compliance 
1.1.2 Economic Influences 1.3.2 Permitting 
1.1.3 Currency Risk 1.2.2 Governmental/Pubtic tnfiuences 1.3.3 Future Regulations 
1.1.4 Interest Rate Risk 1.2.3 Reputation 
2. Internal Context and Project Concept 
2.1 Strategic Planning 2.2 Technology, Operation 2.3. Human Resources 2.4 Project Economics 
2.1.1 Integration of Project in 2.2.1 Resources Availability 2.3.1 Personne! Skills and 2.4.1. Investment Cost 
Company Plans 2.2.2 Process & Product Quality Management 2.4.2 Operating Cost 
2.1.2 Market 2.2.3 Operational Concept 
2.1.3 Contracts Related to 2.2.4 Plant Design and 
Operation of New Mech./El./Civ. Engineering 
Facilities 2.2.5 Logistics (outbound) 
2.2.6 infrastructure 
2.2.7 Outsourcing 
2.2.8 Environmental 
3. Project Realization 
3.1. Organization 3.2 Performance of Project 3.3 Financing and 3.4 Performance of 
; ; Management Function Insurance Contractors 
3.1.1 Project Parties 3.2.1 Procurement 3.3.1 Financing 3.4.1. Mechanical Supplies and 
3.1.2 Contracting Approach 3.2.2 Contracts for Project 3.3.2 Insurance Erection 
3.1.3 Project Organization Realization 3.4.2 Electrical Supplies and 
3.1.4 Co-ordination with 3.2.3 Time and Cost Installation 
Production/Sales 3.2.4 Quality of Plant and Equipment 3.4.3 Civil Construction 
3.1.5 Project Risk Management 3.2.5 Commissioning (concrete, structural steel) 
3.2.6 Health & Safety 3.4.4 Other Contracts 
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External Context 
Industry / Market 
Competitor Actions: 
Economic Influences: 
Currency Risk: 

Interest Rate Alsk: 
External Stakeholders 
Shareholder Relations: 
Governmental Public Infi.: 


Reputation: 

Laws / Regulations 
Compliance: 
Permitting: 


Future Regulations: 


SLIDE 8: RISK MODELS — DEFINITION OF RISKS 





The risk that project success can be prevented by compatitors. 

The risk of significant changes in the size of the (potential) market for the project's product. 
The risk of project related exposure to fluctuations in the exchange rate. 

The risk of project related exposure to interest rate fluctuations. 


The risk that shareholders disagree with or block the project. 

The risk that views or behaviors by the government / public authorities or the public, or any other organization will create barriers to the 
project. 

The risk that the project does damage to the respect in which the company is held by its internal and external stakeholders resulting in 
loss of sales. tines & penalties, reduced government cooperation. lost business opportunities and lower share price. 


The risk that the project is not in compliance with existing laws and reguiations or that compliance would imply significant additional cost. 
The risk that missing permits inhibit construction, commissioning or operation. or that conditions attached to permits make the project 
unteasible, or that permits issued ara revoked. 

The risk that changes in regulations by international, national and local regulators significantly aftact the project. 


Project Assumptions and Concept 


Strategic Planning 
Integration of Project In 
Company Plans: 
Market: 


The risk that the project does not efficiently and effectively contribute to achieving company targets because it is not integrated in strategy 
and Business Plan. 

The risk that market assumptions prove wrong or that marketing strategy fails to succeed. (This risk includes 

the risks "Capacity*. "Service/Product Quality*, and *Selling/Pricing" from the generic business risk model for cement) 





Contracts related to Operation of new Facilities (contracts other than supply and service contracts for project implementation: e.g. JV agreements atc.): 


Technology 

Resources Availability: 
Process & Product Quality: 
Operational Concept: 


Plant Design, Mech JEL/CivIE 
Engineering: 


Logistics: 


infrastructure: 


The risk thal contracts are not in compliance with legislation, with other obligations of the company, the real purpose of the management, 
and do not reflect the intention of the parties. 


The risk that resources are not available at required quality and economic cost. 
The risk that process selected (flowshee?) is not fit for its purpose. not cost efficient with regard to investment and operation, not delivering 
product quality required, not suitable for the local environment, or does not exploit potential synergies with other company internal or 
external facilities and operations. 

The risk that the operational concept is not cost efficient with regard to investment and operation, not suitable for the local environment, 
or does not exploit potential synergies with other company internal! or external facilities and operations. 

The risk that plant design and mech./el./civil engineering is not fit for its purpose. not cost efficient with regard to invastment and 
operation, not suitable for the local environment, or dees not exploit potential synergies with other company internal or external facilities 
and operations. 

The risk that material flows to the new facilities and between the new facil 
are not planned in a cost efficient and reliable manner. 

The risk that infrastructure outside company’s facilities does not fulfill operational requirements. 
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9. SLIDE 9: RISK MODELS — DEFINITIONS OF RISKS 


F B e - : oes aS a re 
Outsourcing: The risk that foreseen split between in-house and outsourced résources i$ not optimum or that this split is difficult to correct later on. 
Environmental: The risk that the project does not comply with the company's own stated environmental policy and / or with public expectations. 

2.3 Human Resources 
2.3.1 Personnel Skills and Management: The risk that new facilities will not be operated successfully due to HR reasons. 


2.4 Economic Analysis 
2.4.1 Investment Cost: The risk that investment cost exceed estimates and budgets resp. 


2.4.2 Operating Cost: The risk that operating cost exceed estimates. 





3. Project Realization 
3.1. Organization : 


3.1.1 Project Parties: The risk that parties involved in a project (company, contractors, consultants, authorities, financial institutons etc.) are not able to carry 
out the responsibilities assigned to them or taken over by them. 

3.1.2 Contracting Approach: The risk that the contracting approach does not adequately consider project environment, project characteristcs and the requirements 
and capabilities of the company. 

3.1.3 Project Organization: The risk that overall project organization as well as project organizations of parties involved in the project are not adequate to carry out 


the responsibilities assigned to them. 

3.1.4 Co-ordination with Production/Sales: The risk that project execution seriously affects the company’s medium-/long-term position in the market. 

3.1.5 Project Risk Management: The risk that (key) risks materialize due to missing or ineffective Project Risk Management procedures. 

3.2. Performance of Project Management Function 

3.2.1 Procurement: The risk that the procurement procedure (from call for tenders to fina! negotiations and conclusion of contracts) does not lead to optimum 
cost - benefit conditions of contracts related to equipment supplies and construction/erection. 

3.2.2 Contracts related to Equipment Supplies and Construction/Erection: 
That risk that supply and service contracts suffer major legal, commercial or other deficiencies. 

3.2.3 Time and Cost: The risk that time schedules and cost estimates are not maintained due to missing or ineffective control functions, deficiencies in 
contracts or “scope creep” during project execution, or due to external influences such as natural disasters. strikes etc. 

3.2.4.1 Quality of Plant and Equip.: The risk that target quality levels are not achieved due to insuff. contractual specification and inadequate control in workshops and on site. 


3.2.5 Commissioning: The risk that commissioning is not completed within commissioning period foreseen, 

3.2.6 Health & Safety: The risk that health hazards, injuries, illnesses, or fatalities occur during project execution. 

3.3. Financing and Insurance 

3.3.1 Financing: The risk that the project cannot be financed at feasible conditions, that the set-up of the financing is delaying the project execution, or that 
that restrictive conditions (e.g. contractors selection) are imposed. 

3.3.2 Insurance: The risk that project implementation is not adequately protected by insurances. 

3.4 Performance of Contractors 

3.4.1. Mechanical Supplies & Erection: identical definition for all “Performance of Contractars” Risks: 

3.4.2 Electrical Supplies & Installation: The risk that contractors do not perform in accordance with their contracts and thereby jeopardize project 

3.4.3 Civil Construction (concrete, structural steel): success (time, quality, cost). 


3.4.4 .Other.Contracts: 
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10. SLIDE 10: PROJECT CATEGORIES AND RISK MODELS 















"BIG" > 15 mio. USD 
- Heavily affecting long-term perspective of 


company 
- Potentially all risks 


"MEDIUM" < 15 mio. USD 
- Strategic 
- Scenarios; co-ordination with Business Pl 
= iterative process 
- Risks of company internal context and 
technical concept relevant 


"SMALL" < 0.5 mio. USD 
- Noor little freedom regarding technical Risk Model for 

solution 

- Typically major repair and replacement works 

- Mainly risks of project execution 
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11. SLIDE 11: RISK MODEL FOR CAPEX PROJECTS 








3 Laws/Regulations 
3.1 Compliance 

3.2 Permitting 
1 

1 

1 

1 


Organization 
-1 Project Parties 
2 Project Organization 
3 Coordination with Production/Sales 


Performance of Project Management Function 
Contracts for Project Realization 

Time and Cost 

Quality of Plant and Equipment 

Commissioning 

Health & Safety 


Performance of Contractors 
Mechanical Supplies and Erection 
Electrical Supplies and Installation 
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12. SLIDE 12: WHY RISK MANAGEMENT IN PROJECTS 








Murphy’s Law: 


Anything that can go wrong will go wrong. 
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13. SLIDE 13: WHY RISK MANAGEMENT IN PROJECTS 





Why does Murphy’s Law not always prove right 
in projects? 


mm Project Management 


Good project management considers risks and takes 
measures to control and manage these risks. 
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14. SLIDE 14: WHY RISK MANAGEMENT IN PROJECTS 





Why does Murphy’s Law often prove right in 
projects? 


No risk awareness 
Work overload of people 


Project teams not familiar with (standard) project 
procedures | 


Project scope and objectives unclear 


Inadequate project organization 
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15. SLIDE 15: WHY RISK MANAGEMENTIN PROJECTS 





The answer: 


Business Risk Management for Projects (BRMP) 


BRMP for Project Management 
~ Safety rope for mountain climbing 
~ Safety net for high-wire walk 
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16. SLIDE 16: WHY RISK MANAGEMENT IN PROJECTS 









canes 


What is BRMP ? 
Standard process plus checklists 
Objectives: 


e Risk awareness, anticipation of problems of all 
kind 


¢ Alignment of views on risk profile and actions to 
be taken to manage risks 

¢ Comprehensive and systematic coping with 
project risks 
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17. SLIDE 17: BRMP FOR SMALL PROJECTS 





¢ Workshop before project execution 
(+ follow-up by Project Manager) 


¢ Participants: - Maintenance Co-ordinator (Project Manager) 
- Production Technical Manager 
- Purchasing/Stores Co-ordinator 
- Production Co-ordinator 
- Quality & Safety Advisor 
- Process Chemist 
- Site Manager 
- Company Risk Management Co-ordinator 
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18. SLIDE 18: BRMP FOR SMALL PROJECTS 









¢ Steps of Workshop: 
- Agreement on project scope and objectives 
- Risk Identification 
- Analysis of origin of risks (risk drivers) 
- Assessment of significance and likelinood 
- Assessment of risk treatment (existing / additional) 
- Definition of responsibilities and target dates 


¢ Deliverables of Workshop: 
- Risk assessment + action list 
(= minutes of workshop) 


a ae 
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19. SLIDE 19: BRMP FOR SMALL PROJECTS 





Checklist BRMP Workshop 
e Preparatory Activities - 

e Agenda of Workshop 

¢ Follow-up 


Checklist Generic Risks and Risk Drivers 





¢ Risk Definitions 
¢ Generic Risk Drivers 
Checklist Participants to Workshop 
¢ Mandatory 
*Project Specific 


OO een ck 
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20. SLIDE 20: BRMP FOR SMALL PROJECTS 








Form A - Risk Identification | 





¢ Parts of Project 
¢ Generic Risks 


Form B - Risk Evaluation and Management 
¢ Existing Risk Treatment 


¢ Risk Relevance 

¢ Proposed Risk Treatment 
e Responsible Person 

¢ Target Date 
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21. SLIDE 21: BRMP FOR MEDIUM AND BIG PROJECTS 








¢ Basically the same 


e Risk profile to be considered in: - Project concept 
- Project management 


m= More sophistication in: 
- Risk analysis (> Risk Maps, Risk Driver Mind-Maps) 
- Quantification (significance in $) 


Repeated workshops 
Project progress reports to include reporting on risks 


(Tailor-made solutions) 
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22. SLIDE 22: MEDIUM AND BIG PROJECTS 







CORPORATE STRATEGY AND BUSINESS PLAN 





PLANT MASTER PLAN 






wove das 


START-UP 
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23. SLIDE 23: PROJECT RISK MAP 


“Quality of. " Contracts for 
Facilities =, . Sete eitecectare) 
Slated 


‘Alignment-of Project’ 
with Company Plans :: 
(Plant Masterplan) 


@ 
o 
© 
© 
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eProject =: 
Objectives 
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24. SLIDE 24: RISK DRIVER MIND-MAP 





(risk drivers: examples only; not to be understood as generic!) 


. Lack of Insufficient specifications 
Lack of experience experience of and contractual 
and capabilities of Quality of suppliers \ Wa conditions 
contractors ii 
workmanship in Quality of 
erection and parts and 


installation equipment NN 
a Wa Inadequate 


Lack of experience and Q Te workshop inspections 
capabilities of maintenance ead ; 
of Facilities 4 


personnel 
/ Poor quality of 


Time pressure : : 
Need for extended \ J oo engineering 


mill shut down Quality of technical 
concept ae 
P \ Insufficient consideration 


Lack of integration in ; 
of experience of plant 
Plant Masterplan staff P P 














Late initiation of 
project 


Poor project 
management 
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